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EXECUTIVE SUMMARY

Trico Electric Cooperative, Inc. (“Trico” or “Cooperative™), filed an application on July
16, 2003, for authorization to prepay ten notes with varying maturities in aggregate of
$2,014,291 currently owing to the United States Department of Agriculture — Rural Utilities
Service (“RUS”) and reissue debt in the same amount to the National Rural Utilities Cooperative
Finance Corporation (“CFC”).

Trico also requested expeditious consideration by the Arizona Corporation Commission
(“Commission”) and specifically requested consideration at the August 12, 2003, Open Meeting
as Trico has a rate lock from CFC good for 45 days from July 9, 2003.

The purpose of refinancing the notes is to lower interest costs and obtain patronage
refunds and discounts available from CFC. The RUS notes that Trico proposes to refinance have
maturities that vary from five to nine years and are priced at 5 percent. Rates from CFC vary
from 2.8 percent to 5.15 percent per annum with an average rate of 3.47 per cent per annum.
Staff calculates the aggregate benefit from interest savings, return of patronage, and realization
of financing discounts available from the Cooperative Finance Corporation (“CFC”) at
approximately $90,330 in the first year.

Appropriate notice has been given to ratepayers by legal advertisements in newspapers of
general circulation serving the certificated areas.

Staff concludes that refinancing of existing RUS debt with comparably termed CFC debt
at a lower average rate is in the public interest due to the benefits of reduced interest costs and

refunds of patronage (capital credit distributions) from CFC.

Staff recommends approval of an order authorizing Trico to prepay RUS debt and reissue
debt through CFC in the amount of $2,014,291.

E-01461A-03-0489
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Introduction

Trico Electric Cooperative, Inc. (“Trico”) filed an application on July 16, 2003, for
authorization to prepay ten notes with varying maturities in aggregate of $2,014,291 currently
owing to the United States Department of Agriculture-Rural Utilities Service (“RUS”) and
reissue debt in the same amount to the National Rural Utilities Cooperative Finance Corporation
(“CFC”).

Trico also requested expeditious consideration by the Arizona Corporation Commission
(“Commission”) and specifically requested consideration at the August 12, 2003, Open Meeting
as Trico has a rate lock from CFC good for 45 days from July 9, 2003 and expiring on August
29, 2003.

Trico serves more than 26,000 customers in a service area ranging from Mt. Lemmon on
the north side of Tucson to areas west and south of Tucson to Sasabe on the Mexican border.
Portions of the Cooperatives service territory are sparsely populated, but the other areas
including Avra Valley, Sahuarita, and Three Points are experiencing rapid growth via new
subdivisions. Trico has no generating capacity of its own and has contracted with Arizona
Electric Power Cooperative (“AEPCO”) for the majority of its electric power supply. Trico
serves as a conduit for power by providing the lines, substations, switches, transformers, meters,
and administrative functions for customers.

Purpose of Financing

Trico proposes to refinance ten notes due RUS with CFC where better rates and discounts
are expected. All the RUS notes with varying maturities from five to nine years are priced at 5
percent. Rates from CFC vary from 2.8 percent to 5.15 percent per annum with an average
effective rate of 3.47 percent per annum. The purpose of the refinancing is to lower interest
costs and obtain patronage refunds and discounts available from CFC.

Notice

Trico notified its customers of the application for financing by having notice published in
the Casa Grande Dispatch on July 22, 2003. Further notice was published in The Daily
Territorial on July 21, 2003, and in the NOGALES INTERNATIONAL on July 25,2003. All are

newspapers of general circulation in Trico’s service area. A copy of each notice is attached.

Financial Analysis

Trico’s replacement of existing debt owed to RUS with debt due CFC will, according to
the calculations shown on Schedule JHJ-2, save approximately $33,526 in interest costs in the
first year. This figure includes discounts for performance and volume, each for one-eighth of a
percent per annum in savings. In addition, a projected receipt of patronage distributions of

E-01461A-03-0489
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$34,130 from CFC provides Trico with an anticipated cash flow improvement of $90,330. These
initial savings are small but significant. Trico will continue to receive benefits over ten years,
the longest maturity of the proposed debt, at reduced levels as the proposed new debt is retired.

Schedule JHI-1, column B, shows the pro forma effect of reducing interest expense by
$33,526. Schedule JHJ-1 shows that the proposed refinancing would have a nominal beneficial
effect. The times interest earned ratio (“TIER”) would increase from 1.20 to 1.21, the cash
coverage ratio (“CCR”) would increase from 2.30 to 2.32, and the debt service coverage ratio
(“DSC”) would remain unchanged at 0.72. The 0.72 DSC for 2002 is an anomaly caused by an
atypically large ($13.8 million) principal repayment. The DSC projections for 2003 and 2004
are 1.55 and 1.36, respectively. The RUS DSC requirement is 1.25 based on the average of the
two highest of three years, and the CFC average requirement is 1.35

The times earned interest ratio represents the number of times earnings will cover interest
expense on long-term debt. A TIER ratio greater than 1.0 means that operating income is greater
than interest expense.

The debt service coverage ratio represents the number of times internally generated cash
will cover required principal and interest payments on long-term debt. A DSC ratio greater than
1.0 indicates that operating cash flow is sufficient to cover debt obligations.

The cash coverage ratio represents the number of times internally generated cash will
cover required interest payments on debt. A CCR greater than 1.0 means that operating cash flow
is greater than interest expense. CCR 1is equal to the sum of earnings before interest, taxes,
depreciation, and amortization (“EBITDA”) divided by interest expense.

Compliance

Trico has no outstanding compliance items.

Staff Conclusions & Recommendations

Staff concludes that the refinancing contemplated in the application is lawful, within
Trico’s powers as a cooperative, is compatible with the public interest, consistent with sound
financial practices, and will not impair its ability to provide public service.

Staff recommends authorization of Trico’s request to prepay RUS debt and reissue debt
through CFC in the amount of $2,014,291 with comparable terms and conditions and net
financial benefits.

Staff further recommends authorization for Trico to execute such documents as may be

reasonably necessary, or required by RUS or CFC, in order to carry out the refinancing
contemplated in Trico’s application.

E-01461A-03-0489
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Staff further recommends that the authority be granted as long as the refinancing is cost
effective. Trico should file a demonstration in this docket showing that the refinancing is cost
effective. This demonstration should be filed within 60 days of incurring the CFC debt and
repaying the RUS debt. The refinancing is cost effective when the internal rate of return of the
new CFC debt is less than the internal rate of return of the existing RUS debt.

Staff further recommends ordering Trico to provide to the Commission, copies of loan
agreements, notes, any appropriate board resolution, and opinion of counsel within 60 days of
funding of the new loans from CFC.

E-01461A-03-0439



TRICO ELECTRIC COOPERATIVE, INC.

Docket No. E-01461A-03-0489
Application For Financing

Schedule JHJ-1

OCOoO~NOOO ROWON-

Operating Income
Depreciation & Amort.
Income Tax Expense

Interest Expense
Repayment of Principal

TIER
[1+3] + [3]

DSC
[1+2+3] + [5+6]

Cash Coverage Ratio
[1+2+3] + [9]

Short-term Debt
Long-term Debt
Common Equity

Total Capital

S:/AR/TRICO Financial Analysis.xls/Schedule 1

Selected Financial Data
Iincluding Immediate Effects of the Proposed Refinancing

(Al
12/31/2002

$ 3,475,170

3,188,860
0

2,903,367
6,415,700

1.20
0.72

2.30

$6,415,700
$54,062,838
$33,299,583

$93,778,121

6.8%

57.6%

35.5%

100.0%

[B]

Pro Forma

$ 3,475,170

3,188,860
0

2,869,841
6,449,226

1.21
0.72

2.32

$6,449,206
$54,029,332
$33,299,583

$93,778,121

6.9%

57.6%

35.5%

100.0%




RUS
1B230
1B232
1B240
1B242
1B250
1B2562
1B260
1B262
1B270
1B272

Annual Interest Savings

Principal

$
$
$
$
$
$
$
$
$
$

91,781
90,648
44,822
44,828
287,594
286,629
217,855
217,288
369,714
369,132

*

Rate

5.12%
5.12%
5.12%
5.12%
5.12%
5.12%
5.12%
5.12%
512%
512%

Effective Rate 5.12%
First Year Savings

Ist Year Int.

$

4,699.19
4,641.18
2,294 .89
2,295.19
14,724.81
14,675.40
11,154.18
11,125.15
18,929.36
18,899.56

$
$
$
$
$
$
$
$
$
$
$

103,438.90

33,526.33

Maturity CFC Principal

OO NNNNOO OO,

$ 342,372
$ 567,995
$ 380,583
$ 271,384
$ 189,366
$ 122,478
$ 71,483
$ 39,027
$ 20,966
$ 7957

Rate
3.47%
3.47%
3.47%
3.47%
3.47%
3.47%
3.47%
3.47%
3.47%
3.47%

3.47%

Schedule JHJ-2

1st Year Int.

11,887.16
19,720.79
13,213.84
9,422.45
6,574.79
4,252.44
2,481.89
1,355.02
727.94
276.27

$ 69,912.57

* Trico may be eligible for a performance discount of .125 and a volume discount of .125
Both discounts are included above.

Maturity

OO NNNNOO OO,
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PUBLIC NOTICE
OF
AN APPLICATION FOR AN ORDER AUTHORIZING THE ISSUANCE OF
REFINANCING LOAN TO TRICO ELECTRIC COOPERATIVE, INC.

TRICO ELECTRIC COOPERATIVE, INC. (Applicant) has filed an Application with the
Arizona Corporation Commjssion (Coramission) for an order authorizing Applicant to borrow |
$2,014.291 from National Rural Utilities Cooperetive Finance Corporation to refinance loans :
previously made to Appiicant by the United States of America through the Rural Utilities !
Service. The Application s available for inspection during regular business hours at the offices
of the Commission in Phoenix, Arizona, and Applicant’s office at 8600 West Tangerinc Road, |
Marana, Acizona 85753. ,

. Intervention in the Commission's proceedings on the consolidated Application shall bc
permirted to avy person entitled by law o intervence and having a direct substantial interest in this |
matter. Persons desiring to intervene must file a Motion to Intervene with the Comruission ;
which must be served upor applicant and which, at & minimum, shall contain the followmg

information:

1. The names, addresses and telephone number of the proposed iotervenor and of | |
any person upon whom service of documents is to be madc if different than the
Lnrervepor.

2. A short statement of the proposed intervenor's interest in the proceeding.

3. Whether the proposed intervenor desires a formal evidentiary hearing on the
application and the reasons for such e hearing. :

4. A statement certifying thst a copy of the Morion to Intervene has been mailed to

Applicant.

The granting of Motions 1o Intervene shall be governed by A A.C. R14-3-105, except that
a)l Motions to Intervene must be filed on, or before, the 15* day arter this notice. ;

DATED:  July 18, 2003, | ‘_
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July 17,18, 21, 22, 2063
Reg: Town of Marna
pn2002,16 kb

“ANNEXATION"
PUBLIZ HEARING NOTICE

Tns Town Couna! of e Town of
Marsna witt nold g public hezdng on
August 5, 2003, a1 or gnef 7:00 p.m,, in
me Mayer and Counsit Chambars. Town
Hall, 13251 N. Lon Agame Rond,
Marana, Anzona, w consioer Ihe
1ollowing :

Cocnie  Canyon  Trail  Norfrwes
Anrexaoon:  PUBLIC NOTICE 1S
HEREBY GIVEN that monsideration wiit
De given W Tw annexston of
approxmalety 5.6 aces m e NWi of
Secton 22, Towngnip 11 South. Range
11, Gila & San River Mgngian, Pima
Coury, Arigons.

For & legal
gegermuon
Ing amer
imormation
regarding g
mausr, =13
Dick Gear with
me Town gt
Marana at
(520) eez-
3401,

Pub: The Dally Tartorial
July 21, 200a

Rog: Town of Marana
pneochie kb

Sales Notices

FOR SALE BY PUBLIC AUCTION
The rollowing sontents trom:
Uniz: Tenant:
FZ3 Connie R:-hurason
G271 Favardo Higeiga,
83 + 316 Rosie Motmes,
018 Gaye Ann Saiamone + Thomas
Salamone,
C11 Snack Shack Vendors,
85 Advanced Technical Induziries, ¢/ @
Larrv Pont
H20 Carmgn Chakut + Cnanos Kirk,
H46 John MceBride
Lotated 81 Midway St Siorgge, 4500 £,
Soerdway. Tucsen, AZ will be soit &t
Putitc Augtion 1o savely £ len under
Arizana Law. Articie 1, Secton 17101-
1706.

Tnis austien onalt ke piacs ql jocation -

ana conducted by B.C. Cola Auctioneers
on Auguet 8w, 2003 at 9:00 am

Pub: The Dally Territerial

July 14, 21, 2003

Rec: Migway Buxmeas Park

sliuly25 kp

Summons

Summone/Brends €. Sanchez
Arzena Superiar Count, Pima Caumy
Pigintms Buildog Carpel 8 Upholstery
Cioaning Company, LLC. Detengams
Celte Femsnsez angd John Do
Femancez. Wite and Muzband: Brenda
5. Sanchez snd John Doe Sanchez,
Wie and Husbend No. 220032180 Cwil
Summenz Cammine Cornelio The Smite
O Arzone: b the above named
Deiendant, Brenoe S, Sanchex | A
lawsull nas been figd againm vou. il ¥
you ©0 nol wanl 8 Judgman taken
against you for the roligd demanded in
me gecompdnying Complam, you must
file 2 Rezponse in wiiing i the Office of
me Cierk o the Superar Counrt, 111
Wegt COngnse Tuesan, Arzona,

d Dy e ry fling fere.
Aeapyulme Resporse must also be
mailed 10 the piaimit/attomay whase
name appenra below. Ili The Response
mugt be fled withm Twenty Duys,
axslusive af he date of sandca, ! served
witnin the Stae of Aizona, or wimin
Thiny Days oxclusve of e date of
service. If setved cutnide the State of
Arizong. IV T 'e 4 legal cocument, #
you 43 not  unoemaand N3
coNBEQUENcEs, you shoulkd DEBK Uve
advioe of an stomey. Witnoss My Mand
ang me Saal of the Supefior Courl
Dmed: April 15 2003 Paticia A Nojand

PAGE @4

Alzona 8S707 (520) G246 81 Pima
Coumy No. BASE2 Feq 5  lor
reazonable ACCOMMOdaton ¥ 1 persons
win deabitme must be male 15 e
coun Dy parbes atlexnt hree | ;) working
adys in ncvance of & =hed lod coun
proceeang. .

Pub: The Dally Torrtonal

July 14, 21, 28, 2003

August 4, 2003

Req: MK Conaufmnts, Jnc.
smennciwz? kKb i

Trustee Saéies

TSe: 7989-9601 Loan # 89212 D9 Orver

wiil be aoid, w:uamwmenowra'nh
unoer hatl certuin Deed of Tr gt deed

Nerect. nmdmgbmueedx s or
upon  biormation applied Sy e
peneficiary, the foliowtng 1on adion &
provived pursuant © ARLS. se ton S3
80B(C): Stroe soorees or ic Mitfabe
locanon: 4255 W, Calis Une: Green

Naple end Janice Clais Nagle . 255 W.

Calle Uno, Groen Valiey, Azase;wme
and addresz  of . Deneficiarys us of
mmmnmm»m)m&:\kd

agreement dmed as of August | 1999,
relzned o Metropolitan Agset Funt Ing inz.,
I Morage Pese-Through ow ('ﬂcmas
Series 1899-8 C/O Ocwaen Foder | Bank,
FSBIAZ 12650 Inpenuny Drive wnand:
FL 32%28 The Successor imuswe
WDaiMad herein qualibes g9 TUSY » of the
Tnet Doed M e FuStee's cpit ity 98 8
Tme Compary as rsquim & ARS
3380, Subx ) A Name,
addre=: £ Telgphone number o nusoe;
(32 o7 roconding of notics of sale} Foefry
National Tioe Insurance Compar * (848)
6224236 CIO uze, B 2
Waeifenbuch, PLC 1281 £ First 9\, Suhe
110C, Samx Ang, CA 92705350 1 {714)
972-1144 Sale ling (714) 573-12 15 Thiz
frm s aMBMOYNG W colect & Je M Any
nformaton omained wiit be uzed =0 that
purpase. The catr =et forn on N1 notze
will be pozumed t© be vajid unk = you
Gismane Te 08t Dy proviang m | Ofce
witn & nctice of your dieoate wihin 38
days of your receipt of the noucs, SETNG
iorm e bxsin of your diepams, ¥ you
demas e oebr within 30 duys, Ve wil
obmain and mall vermegten of the jett
you. ! he cradir idemtfiod i i notice
© dileram than your ongnal ored hr, we
Wil provide you with The name an ¢ idress
of the ongingl craghnr X you requ it Mis
iomuation @ writng within 30 -« day=.
Bampg: June 12, 2003 Fidakty » itonal
TRe inosance Company By: ¢ Gemi
Shepperd P188875, ;
Pubd: The Dally Torrttonial
Juty 71, 28, 2003 C
August 4, 11, 2003 !
Rog: Priorty Posting & Pudiign) lg
trraghe kib

WOTICE OF TRUSTEES  FALE
Tnrstoe’s Bale No: (S-EM-S351L (Loan
No! 7137888 Rezoroed: June 30, 2003
The Tollowmg jegally Cosibed Lm
property will be 508, DUrBUAM *» e
power If sale under that crcmain D 9o of
Trust ociginally gramed Tor e bet Y of
Allanoe Funding Company, & Divet on of
Superior Bank F3B, recorde| on
2171925, i Volume 100G

1682, I Te office of the Cpunty
Recorder ¢f Pima Coumty, AmRot 3. &
public aucon 1 the highext bick pr Wt
outsics The Enst goor of me Su jenor

h




JUL.29.2003  2:10PM

"TLEGAL NOTICE -

PUBLIC : NO'ncE oF ™
APALICATION FOR.. AN,
‘QRPER AUTHQRIZING THE,
ISSUANCE. OF . REFINANC*
ING_LOAN TQ TRICO ELEC:
THIC cdoPERA‘HVE. NG
Tmcom_s (C CAQPER-
ATIVE,. ING!' (Applleany) ; hag,
flled of Applicatan with- (he’
Adzena -  ‘Corperalion
Cpmmlsa{qn (C°mm!eslon) for.
anv older CJ dppllcant
10 hor $2,014,281 trom.,
‘Nasonel Hurﬁ! Urjiities 1
- Coopersiive: . - - Flnanes |
" Corparslion 1o feﬂnanee 1dana |
praviously du?dé 10, Apptioant |
-ty e Srates of ,
Amarica: tmaugh thuTHurnl
- Utiiitias , © Sarvite,. The,
-Applicatn’ ‘s ayallable Jof.
m mﬂmduﬂngagularhusl-,
*-nesghaurs atlh oifices of the
Gammfésian’. Phaanix,
gm ahd’ Appllaanls office
a» aaoq WastTangarme Road,
! Marand. Adzone 86753
Imervnnuon AL e the
| ' Gommleslon's prutasdln 5 on’
, the ?“ﬂﬂdldbwdwpl‘nﬂﬂﬂ

ahm be' armmeq r& alwt n-r-r
gon enlled by’ lew' jo, Inter-
vend dnd havinga direct bupe |
sstantiet. [htarpas In this mapar. |
‘Parsony desifing o Intervere
stfne & Motien fa jmarvane
‘wll Commiseion Whicht
: muut served‘ upop ‘abalk
-cantend which,'dYg mlnlmum.
-~ ghall” cuntﬂln thp fn,uuwma
informetien: - T
1. The nameq. aqdreaues ond
. telephone number of the phg- ,
posed Intervanar. and of any'
+ dergon ppen wham gsrvics of
L; -d m!mdn lolnhaquwdrh
f SRt han m-.]nmﬁundf
-2 Ashprt m:m% “1 mnt
qfopmd Int8ryan n M
“In tha précesding, 4 -
N5 Wbelmr me pmpoaetf lmar-t
", - ¥anor doalrea’d fprmel evideri«
n ﬂlw bmiuu on the thp(lcu- .
c.reaso'ns for sﬂ
ahearlng shet Log
, &A -mmqnt cqr,utying uun ac
ieapy. af *the Motlan
Intérvahe fiag been mnupq m l
<" Applicants ', -

N

———

rTne “ranthd” ol Mﬂﬂﬁna ]

“Intdrvepe. ghalt ba governiy

| P By AACA43 oxalpl

et all Mckhns e’ jtarvante |
. qmtbelﬂaq on,.orhqfnre M '

16" day eftey thig nctea.”,
om‘zo' July te. 2003.

Pb?

14

WATERFALL ECONOMIDIS NO. 965 P.2

AFFIDAVIT OF PUBLICATION

STATE OF ARIZONA
; 3
COUNTY OF SANTA CRUZ}

_BOR _XKIMBALL _  being of first duly swom,
deposes and says: that he/she is PUBLISHER

of the NOGALES INTERNATIONAL, a newspaper
published in the County of Santa Cruz, Stats of Arizona,
and of general circulation in said County; Stats and
elsewhere, and that the hereto attached logal notice

—BUBLIC NOTICE, OF AN APPLICATION

was printed and published correctly in the regular and
entire issue of said NOGALES INTERNATIONAL for
_l_ issues; that the first publication was made on
—25 dayof __JULY ,20__03, and the °
laat publication thersof was made an the _25 _ 5 dayof -
JULY ,20.03

NOGALES INTERNATIONAL

Subscribed and swonyfo jefore me this __ JULY
dayof ____ 25 Vg 03[, ;T
DXL

ﬁoq wm;mu' Epohomidrﬂ.-.
mldwgll Hanahaw\ ,and:

Notuy Public,
'15‘}“’"”."2/ QFF\CW-S‘E-"TJ 1 !

AMORALES |

N,
R B Nom Publk: Swate ol Mzcn!’




